





























Sebastian Spering Kresge 

( 1867 - 1966 ) 


Sebastian Spering Kresge was an honest man. 

He believed in God. He believed in the dignity of man. He 
believed in hard work. He believed in sharing his blessings. 
Upon these simple principles he built an historic life and 
bequeathed a noble heritage. 

Born two years after the Civil War ended, he 
struggled up from a beginning as one of seven children of a 
poor Pennsylvania Dutch farmer to become one of the most 
influential men in American retailing. 

Like most people who are destined for business 
success. Mr. Kresge not only had the ability but also had the 
good fortune to arrive on the scene of a significant economic 
development—the mass distribution of goods—at precisely the 
right time. He was shrewd enough to recognize the opportunity. 

In 1897 he started out at thirty years of age with 


$8,000 as half-owner of two 5-and-10 cent stores. In the 
next twenty-eight years he built a large and profitable chain 
of stores that pyramided his fortune far beyond anything he 
had anticipated. 

As a religious man he felt a compelling obligation 
to utilize his wealth for others. In 1924 he founded The Kresge 
Foundation because he wanted "to leave the world a better 
place than / found it." 

Mr. Kresge was president of the Kresge Company 
from its founding until 1925. He was Chairman of the Board 
from 1913, when the company became a publicly held 
corporation, until June 21. 1966. 

His life and his heritage reflect his philosophy: 

"Keep God in mind. Don't let anything get your goat. Tend 
to your own business." 























Letter to Our Shareholders 


Nineteen sixty-six was another good year for the 
Kresge Company. A volume gain of 28 percent exceeded our 
billion-dollar sales goal by $90 million, and net earnings 
increased proportionately. 

The review of last year's results and activities on 
the following pages reflects a continued growth pattern in our 
planned program for future accelerated expansion. Despite 
the postponement of several projects due to construction 
delays, the 1966 new-store and modernization schedule was 
the most extensive in our history. Forty-one new stores were 
opened, 20 older units were modernized, 11 were converted to 
Jupiter discount operations, 24 unprofitable stores were 
closed permanently, warehousing and administrative facilities 
were enlarged. 

Our sustained earnings improvement coincident 
with these widespread expansion activities can be attributed 
mainly to the efficiency and faithful efforts of the Kresge 
organization. We are particularly proud of the superior 


performance of our management personnel in coping with 
rapidly changing responsibilities. Forty-eight men in our 
executive group were promoted to more demanding positions 
in 1966, 416 store managers were transferred, 100 assistant 
managers were promoted to store management. 

Our expansion pace is being stepped up again this 
year. At least 50 new K mart stores will open in 1967. More 
than 40 now under construction probably will open before 
September 1. Fifteen will open before Easter. 

The Kresge Company is deeply involved in the 
implementation of plans laid several years ago to capitalize on 
economic and demographic trends predicted for the 1965-75 
decade. Barring catastrophic external influences, it is recognized 
that general merchandise sales will move upward at a rate 
at least equal to the rapid growth in personal income generally 
projected for the United States and Canada. We are confident 
that benefits now being realized from previous years' programs 
will multiply in 1967 and throughout the exciting period ahead. 


CHAIRMAN OF THE BOARD 



PRESIDENT 











ig 66 Highlights 



1966 

1965 

Sales 

$1,090,181,489 

$851,443,163 

Number of Stores* * 

915 

895 

Net Operating Income 

28,609,016 

22,154,214* 

Per Share* 

2.55 

2.00* 

Average Number of Shares Outstanding 

11,218,475 

11,081,878* 

Cash Dividends Paid 

8,702,179 

7,760,810 

Per Share 

.775 

.70* 


Employees Compensation and Benefits 
Per Sales Dollar 


165,016,950 

15.14% 


133.277,545 

15.65% 


Depreciation and Amortization 14,004,696 12,925,657 

Per Sales Dollar 1.28% 1.52% 


Fixed Asset Additions 24,188,024 17,411,500 


* Does not include Holly Stores. Inc. and K mart Sporting Goods. Inc. units 

* Calculation based upon average number of shares outstanding 

t Exclusive of non-recurring capital gain of $1.315.418 ($ .12 per share) 

§ Adjusted for the 1966 two for one stock split 




















ig66 Financial and Operations Review 


Consolidated sales of the Kresge Company rose 28 
percent to $1,090,181,489 compared with $851,443,163 for 
1965. Net operating profit increased 29 percent to $28,609,016, 
widening net profit margin slightly to 2.62 percent vs. 2.60 
percent for 1965. 

The net operating earnings of $28,609,016 represented 
a return of 12.5 percent on stockholders' equity at the beginning 
of the year as compared with 10.4 percent for the prior year 
and 8.6 percent for 1964. 

Our record volume for 1966 was primarily the result 
of the K mart-store program, but sales and profit increases 
were generated by all other divisions of the company. 

Despite substantially fewer Kresge stores, a strong 
promotional program with particular "loss-store" orientation 
resulted in greater sales per unit, improved return on investment, 
and a total increase in volume and earnings for the variety- 
store division. 

The Jupiter discount-store program initiated in 1961, 
involving inexpensive re-fixturing and re-merchandising of 
marginal variety stores, was continued in 1966 with 11 Jupiter 
openings. This conversion program was not as extensive as 
prior years', primarily because of fewer suitable Kresge variety- 
store candidates. Essentially adopted as a defensive measure 
to reduce losses or improve performance of low-volume Kresge 
stores during the remainder of lease terms, the Jupiter program 
has, in fact, generated substantial profits. Several lease 


extensions have been justified for these stores. 

In addition to our principal efforts to increase 
profitability through improved merchandising performance of 
existing Kresge stores or conversion to Jupiter operations, the 
company's goal of improved return on capital dictates a 
continuing process of selling, subleasing, or otherwise disposing 
of properties where losses cannot be eliminated or facilities 
made productive. Twenty-four such stores were permanently 
closed in 1966. 

When operating stores are subleased, the company 
charges current earnings with losses anticipated throughout the 
balance of the lease term. As a result of this reserve policy, 
plus the write-off of furniture and fixtures and losses on 
disposals, 1966 operations were charged with $975,883. 

This "loss-on-disposal" item was down substantially from the 
$2,721,870 charged against 1965 income. 

The company considers these charges a normal 
business expense vital to a multi-store operation which faces 
the challenge and opportunity of change—in the tastes, shopping 
habits and mobility of the consuming public. Although subject 
to considerable variation from year to year, we expect 
such charges will normally be somewhat less than the peak 
level of 1965. 

Within five years the K mart program has sharply 
altered the essential merchandising character of the Kresge 
Company. After opening 40 stores in 1966, the K mart division 







Divisional Store Summary 


Kresge 

K mart 

Jupiter 

Total 

Stores in operation 

January 1, 1966 

674 

122 

99 

895 

Stores opened 

1 

40 

— 

41 

Closed permanently 

20* 

— 

4* 

24* 

Closed in 1965— 

reopened in 1966 

— 

— 

10 

10 

Converted in 1966 

1* 

— 

1 

— 

Closed temporarily 

for conversion 
(to be reopened 
as Jupiters) 

8* 



8* 

Closed in 1965— 

reopened in 1966 
(fire restoration) 

1 



1 

Net Change 

27* 

40 

7 

20 

Stores in operation 

December 31, 
1966 

647 

162 

106 

915 


* Reductions 


was comprised of 162 stores. As noted in the Summary of 
Square Feet of Selling Area, the K mart division's selling area 
now exceeds that of the Kresge division. Sales and earnings for 
1966 reflect that same dominance. 

There were no major corporate changes during 1966, 
but it was an important year for the growth and integration of 
Holly Stores, Inc. and K mart Sporting Goods, Inc. into the 
Kresge organization. 

Holly Stores, Inc., when acquired in 1965, was the 
principal ready-to-wear licensee in K mart stores. On January 1, 
1966, Holly operated ready-to-wear departments in 92 K mart 
stores, 33 in non-K mart discount stores, and operated a chain 
of 59 small ready-to-wear stores. 

During 1966, following the modernization and 
alteration of the executive offices and distribution warehouse 
at 550 West 59th Street, New York City, Holly continued its 
program of streamlining operations. Ready-to-wear departments 
were opened in all new U.S. K marts and were substituted for 
other licensees in 18 existing stores. 

The remaining conventional Holly stores, which were 
primarily on short-term leases, were subleased or sold. Holly 


is now operating all ladies' ready-to-wear departments 
throughout the United States K mart chain. 

K mart Sporting Goods, on January 1, 1966, operated 
sporting goods departments in 42 K marts. During the past 
year this subsidiary assumed management of existing sporting 
goods departments operated by the parent company and opened 
in all new U.S. K marts. On December 31, 1966 K mart 
Sporting Goods was operating 134 departments and will 
merchandise all departments in the chain by the end of March 
1967. To accommodate this spectacular growth, a modern i 

133,200 square-foot administrative office and warehouse in 
Royal Oak, Michigan was acquired last year. 

With the acquisition and expansion of these important 
subsidiaries, the Kresge Company is currently operating 
approximately 85 percent of the departments and generating 
comparable volume in the K mart division. 

K mart departments exclusively operated by important 
licensees include automotive accessories, shoes, millinery and 
home-improvement departments. Licensees also operate some 
jewelry and men's wear departments. 

Capital expenditures in 1966 increased to 




















Summary of Square Feet of Selling Area 



1961 

1962 

1963 

1964 

1965 

1966 

Kresge Stores 

United States 

8,111,759 

8,382,023 

8,548,212 

8,376,115 

8,198,887 

7 , 735.239 

Canada 

1,041,268 

1,063,552 

1,056,134 

1,108,928 

1,089,303 

1 , 065,978 


9,153,027 

9,445,575 

9,604,346 

9,485,043 

9,288,190 

8 , 801,217 

Jupiter Stores 

United States 

22,678 

271,179 

325,661 

493,876 

682,950 

801,609 

Canada 

— 

23,040 

23,040 

18,482 

18,482 

24,349 


22,678 

294,219 

348,701 

512,358 

701,432 

825,958 

K mart Stores* 

United States 

— 

993,950 

2,710,936 

4,499,817 

6,221,606 

8 , 513,145 

Canada 

— 

— 

207,577 

421,071 

639,533 

1 . 034,431 


— 

993,950 

2,918,513 

4,920,888 

6,861,139 

9 . 547,576 

Grand Total 

9,175,705 

10,733,744 

12,871,560 

14,918,289 

16,850,761 

19 , 174,751 


* Total store selling space exclusive of food supermarkets 


$24,188,024. Principal additions were for furniture and fixtures 
in 40 new K marts and one new variety store, 20 modernized 
Kresge stores and 11 converted Jupiter stores. Other expenditures 
included a one-floor addition to the Kresge Administration 
Building in Detroit and equipping the new K mart Sporting 
Goods Warehouse in Royal Oak. In addition, our Canadian 
company invested approximately $1,500,000 in buildings and 
land for K mart sites, with arrangements for subsequent sale 
and leaseback. 

During 1966, the 7 percent investment credit against 
U.S. federal income tax arising from our capital expenditures 
amounted to $1,032,000. In view of the temporary suspension 
of the investment credit, it is expected that credit available in 
1967 will not exceed $250,000, which would represent 
equipment and fixtures purchased or contracted for before the 
deadline of October 10, 1966. 

Shareholders at the 1966 Annual Meeting authorized 
a change in capital to 20,000,000 shares of $5 par stock and 
a two for one split of the outstanding $10 par shares, effective 
May 27, 1966. Concurrent with the stock split, the Board 
increased the dividend from 17% cents to 20 cents per share 


on the split shares. The dividend for the full year on such 
split shares was 77% cents. 


Fiscal Year Change 

Effective February 1, 1967 the fiscal year of the 
Kresge Company was changed to February 1. 1967 through 
January 31, 1968, which will conform with the practice 
followed by most national general merchandising companies. 
The first quarterly report of earnings will cover the period of 
February through April, 1967, compared with the same period 
of 1966. Succeeding unaudited interim reports will be on a 
similar basis. 

At year-end, the Annual Report will reflect twelve 
months' earnings ending January 31, 1968, compared with the 
twelve months' period ending December 31. 1966. And the 
Balance Sheet will reflect the condition of the company on 
January 31, 1968, as compared with December 31, 1966. 

It will also reflect operating results of the transition month of 
January, 1967. 























Price Waterhouse & Co. 


211 West Foht Stbeet 


Detroit 48226 


February 14, 1967 


To the Stockholders and 
Board of Directors of 
S. S. Kresge Company 


In our opinion, the accompanying consolidated balance 


sheet, the related consolidated statements of capital in excess 
of par value, income and income retained for use in the business 
and source and application of funds present fairly the financial 
position of S. S. Kresge Company and its subsidiary companies at 
December 31, 1966, the results of their operations and the 
supplementary information on funds for the year, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. Our examination of 
these statements was made in accordance with generally accepted 
auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 










Income and Income Retained 

Consolidated Statement for the Years Ended December 31 f 1966 and 1965 



1966 

1965 

Sales 

Income from leased departments 

Interest income 

$1,090,181,489 

12,506,979 

337,621 

$851,443,163 

10,998,277 

423,424 


1,103,026,089 

862,864,864 

Cost of merchandise sold (including buying and occupancy costs) 

Selling, general and administrative expenses 

Interest 

Loss on disposals of fixed assets and cancellation of leases 

816,092,280 

230,425,519 

2,539,391 

975,883 

634,328.116 

182,387,644 

1,841,020 

2,721,870 


1,050,033,073 

821,278,650 


52,993,016 

41,586,214 

Estimated income taxes, including deferred income taxes— 

U.S., less investment credit of $1,032,000 and $863,000, respectively 

Canadian 

20,653,000 

3,731,000 

16,366,101 

3,065,899 


24,384,000 

19,432,000 

Income before extraordinary item 

Gain on sale of net assets of 

Mt. Clemens Pottery Company, less federal income taxes of $489,000 

28,609,016 

22,154,214 

1,315,418 

Net income for the year 

Income retained for use in the business at beginning of year 

Cash dividends 

(as adjusted for two for one split) —$ .775 and $ .70 a share, respectively 

28,609,016 

172,323,474 

(8,702,179) 

23.469,632 

156,614.652 

(7.760.810) 

Income retained for use in the business at end of year 

$ 192,230,311 

$172,323,474 

Per share of common stock- 

income before extraordinary item 

Sale of Mt. Clemens Pottery 

$2.55 

$2.00 

.12 

Net income 

$2.55 

$2.12 


























Consolidated Balance Sheet 

December 31, 1966 and 1965 


Assets 

1966 

1965 

Current Assets: 

Cash 

• $ 35,191,432 

$ 35.033.283 

Certificates of deposit 

10,307,250 

928,200 

Marketable securities, at cost approximating market 

10,358,292 

27.963.023 

Accounts receivable, less allowance for 

possible losses of $1,732,000 and $789,000, respectively 

41,898,740 

24,264.550 

Merchandise inventories at lower of cost (approximate first-in, first-out) or market 

166,083,855 

136,186,790 

Operating supplies'and prepaid expenses 

3,939,273 

3,415,936 


267,778,842 

227,791,782 


Other Assets 


2,111,773 

\ 

2,089,825 

Fixed Assets, at cost: 

Land 

Buildings 

Furniture and fixtures 

* 

35,274,362 

51,826,940 

147,394,314 

33,975.525 

50,756,707 

134,930,447 

Less—Depreciation 


234,495,616 

90,323,551 

219,662,679 

83.415,440 

Leasehold improvements, less amortization 
Construction in progress 


144,172,065 

24,347,618 

4,329,375 

136,247,239 

24.802,073 

3.084,111 



172,849,058 

164,133,423 



$442,739,673 

$394,015,030 

























Liabilities 

1966 

1965 

Current Liabilities: 

Portion of long term debt due within one year (Note B) 

Notes payable to bank by subsidiary 

Accounts payable—trade 

Accrued taxes (other than U.S. and Canadian income taxes) 

Accrued payrolls, expenses and other liabilities 

U.S. and Canadian income taxes 

$ 1,616,107 

2,300,000 
88,631,347 
14,200,774 
19,752,658 
17,479,494 

$ 1,537,542 

71,613,848 

12,126,245 

16.681.850 

15,093,007 


143,980,380 

117.052,492 

Long Term Debt (Note B): 

Notes payable 

Real estate mortgages 

25,750,000 

2,120,238 

27.125,000 

2,281.682 

Less—Portion due within one year 

27,870,238 

1,616,107 

29,406,682 

1.537.542 


26,254,131 

27,869.140 

Deferred U.S. and Canadian Income Taxes (Note C) 

20,701,800 

19.496.000 

Stockholders' Equity: 

Common stock (Notes D and F)—Authorized 20,000.000 and 

10,000,000 shares at $5 and $10 par value, respectively; 

Issued 11,250,118 and 5,568,889 shares, respectively 

Capital in excess of par value, statement attached 

Income retained for use in the business, statement attached (Note B) 

56,250,590 
•( 3,661,079 

192,230,311 

55,688,890 

1,923,652 

172.323,474 

Less—9,254 shares held in treasury, at cost 

252,141,980 

338,618 

229.936,016 
' 338,618 


251,803,362 

229.597.398 


$442,739,673 

$394,015,030 

























Consolidated Statements 


Source and Application of Funds 1966 1965 


Source of Funds: 

Net income 

Depreciation and amortization 

Increase in deferred U.S. and Canadian income taxes 

Sales of fixed assets 

Sales of common stock under stock option and purchase plans 

Other 


$28,609,016 

14,004,696 

1,205,800 

1,467,693 

2,299,127 

(21,948) 

$23,469,632 

12,925.657 

1.804.000 

4,223.344 

1,789,734 

214,049 



$47,564,384 

$44,426,416 

Application of Funds: 

Additions to fixed assets 


$24,188,024 

$17,411,500 

Cash dividends 


8,702,179 

7,760,810 

Reduction of long term debt 


1,615,009 

1,537,961 

Purchase of treasury shares 

Increase in working capital 


13,059,172 

338,618 

17,377,527 



$47,564,384 

$44,426,416 


Capital in Excess of Par Value 

1966 

1965 

Balance at beginning of year 

Transactions under officers and employees stock option and purchase plans (Note F) — 

$1,923,652 

$ 660,691 

Excess of proceeds of sales over par value of common stock 

Excess of cost of treasury shares over proceeds of sales 

Miscellaneous 

1,737,427 

1,262,858 

(6.705) 

6.808 

Balance at end of year 

$3,661,079 

$1,923,652 























Notes to Financial Statements 


(A) Basis of Consolidation: 

All subsidiary companies have been included in the consolidated 
financial statements. In consolidation the assets, liabilities and operations of 
the Canadian subsidiary were translated into U.S. dollars at appropriate rates 
of exchange. For 1966. the assets and net income of the Canadian subsidiary 
company amounted to approximately 15% and 12% of the consolidated 
assets and net income, respectively. Certain amounts in the financial state¬ 
ments for 1965 have been reclassified to conform with the 1966 presentation. 

(B) Long Term Debt: 

At December 31. 1966. under note purchase agreements the 
company owed $10,500,000 at 3%% and $15,000,000 at 4%% and a sub¬ 
sidiary owed $250,000 at 5%. Payments required under the agreements will 
aggregate $1,375,000 in 1967. $1,625,000 in 1968 through 1974. $2,000,000 
I in 1975, $1,250,000 in 1976 through 1982 and the then unpaid balance on 

' December 16. 1983. The agreements restrict the payment of dividends (other 

than stock dividends) and the purchase, redemption or retirement of shares 
| of the company's common stock. At December 31. 1966 income retained 
for use in the business was approximately $49,000,000 in excess of the 
amount so restricted. 


(F) Stock Option and Purchase Incentive Plans: 

Information covering stock option plans approved by the stock¬ 
holders is set forth below: 

(As adjusted for two for one split) 



Number 

Price 


of Shares 

Per Share 

Under option at December 31. 1965. . . 
Options— 

96.300 

$14.79 and $15.44 

Cancelled. 

(400) 

$15.44 

Exercised. 

(67.970) 

$14.79 and $15.44 

At December 31. 1966— 

Under option. 

27.930 

$14.79 and $15.44 

Options exercisable. 

18.410 

$14.79 and $15.44 

Available for future grants. 

Information relating to stock purchase 

1.000 

Market value at time 
of grant 


incentive plans approved by the stock¬ 
holders under which common stock may 
be sold at 85% of the fair market value on 
the option date to eligible officers and 
employees by payroll deductions follows: 


(C) Deferred U.S. and Canadian Income Taxes: 

Deferred U.S. and Canadian income taxes result from the dif¬ 
ference between book and tax depreciation. 


Sales of common stock in 1966 under 

1962 Plan (terminated in 1966) 44,370 

Available for purchase under 1966 Plan 500.000 


$26,165 and $33.02 
85% of market value 


(D) Common Stock and Stock Split: 

In 1966 the authorized common stock was changed to 20.000,000 
shares of $5 par value and a two for one stock split was effected. 

(E) Retirement Income Plans: 

The companies have non-contributory retirement pension plans 
covering most employees whose eligibility is based on age and years of 
service. In 1966, plans were adopted for two subsidiary companies. For the 
company and its Canadian subsidiary the existing plans were changed 
from contributory to non-contributory. Pension costs charged to income 
aggregated $2,689,600 in 1966 and $2,087,900 in 1965. Unfunded past 
service cost which was applicable to the plans adopted in 1966 amounted 
to approximately $375,000 at December 31. 1966. 


(G) Commitments: 

Purchase commitments and construction obligations in connection 
with the companies' expansion program amounted to approximately 
$1,400,000. 


Minimum annual rentals under 1.022 leases for stores occupied at 
December 31. 1966 aggregated $39,546,000. These leases expire during 
ten year periods ending December 31, as follows: 


1976 

1986 

1996 

1997 to 2035 


$ 8.540.000 
29,073,000 
903.000 
1,030,000 
$39,546,000 


Certain leases provide for additional rents based on sales in excess 
of amounts covered by minimum rental and for taxes and other expenses. 























ioYear Financial Review 






1966 

1965 

1964 

Sales 

$1,090,181 

$851,443 

$688,776 | 

Kresge, K mart and Jupiter Stores 


915 

895 

885 

Net Operating Income 

$ 

28,609 

$ 22,1541- 

$ 17,374 

Per Share* 


2.55 

2.00 

1.58 

Per Sales Dollar 


.0262 

.0260 

.0252 

I 

Kresge Cash Dividends 

$ 

8,702 

$ 7,761 

$ 6,602 

Per Share* 


.775 

.70 

.60 

Per Sales Dollar 


.0080 

.0091 

.0096 

Inventories of Merchandise 

$ 

166,084 

$136,187 

$108,266 

% to Sales 


15.23% 

15.99% 

15.72% 

1 

Net Working Capital 

$ 

123,798 

$110,739 

$ 93,362 

% to Sales 


11.36% 

13.01% 

13.55% 

i 

Net Worth 

$ 

251,803 

$229,597 

$212,419 

Per Share* 


22.45 

20.72 

19.31 | 

Long Term Debt 

$ 

26,254 

$ 27.869 

1 

$ 29,407 

Fixed Asset Additions less Retirements 

$ 

22,720 

$ 13,188 

$ 14.724 

Dollar amounts shown in thousands 

* Calculations based on the average number of shares outstanding and the 

1966 two for one stock split 




t Excluding non-recurring capital gain of $1,315,418 ($ .12 per share) 

NOTE: The above information gives effect to the acquisitions of the net assets of Holly Stores. Inc. 
for the years 1960 through 1966 and Dunhams Stores Corp. for 1964 through 1966 

: 


























I 


1963 

1962 

1961 

1960 

1959 

1958 

1957 

$543,671 

$483,013 

$450,605 

$434,945 

$404,905 

$384,379 

$377,169 

854 

821 

777 

759 

725 

706 

692 

$ 11.089 

1.01 

.0204 

$ 9.053 

.82 

.0187 

$ 9.197 

.84 

.0204 

$ 11.403 

1.04 

.0262 

$ 12.686 

1.15 

.0313 

$ 13.795 

1.25 

.0359 

$ 13.334 

1.21 

.0354 

$ 6.607 

.60 

.0122 

$ 8.273 

.75 

.0171 

$ 8.829 

.80 

.0196 

$ 8.829 

.80 

.0203 

$ 8.829 

.80 

.0218 

$ 8.829 

.80 

.0230 

$ 8.829 

.80 

.0234 

$ 90.796 

16.70% 

$ 81.172 

16.81% 

$ 72.501 

16.09% 

$ 67,786 

15.58% 

$ 64.802 

16.00% 

$ 60.055 

15.62% 

$ 54.050 

14.33% 

$ 83.969 

15.44% 

$ 63.595 

13.17% 

$ 62.891 

13.96% 

$ 62.371 

14.34% 

$ 71.379 

17.63% 

$ 66.447 

17.29% 

$ 63.888 

16.94% 

$202,544 

18.42 

$197,996 

17.96 

$198,270 

17.97 

$196,843 

17.84 

$203,466 

18.44 

$199,609 

18.09 

$194,643 

17.64 

$ 31,182 

$ 16.983 

$ 18.332 

$ 19.752 

$ 19.629 

$ 20.726 

$ 21.820 

$ 12.638 

$ 11.739 

$ 10.083 

$ 11,783 

$ 9.717 

$ 9.738 

$ 15.468 























K mart Merchandising and Service Policies 


The success of K mart discount department stores 
is the result of merchandising and service policies developed 
before the first K mart became a reality in March, 1962. 

During his two years as general vice president (1957 
and 1958), Harry B. Cunningham traveled across the United 
States investigating the operations of all types of retailing. 

The main purpose of his research was to determine what 
future course of action should be taken by the Kresge 
Company to increase its profitability. 

Shortly after Mr. Cunningham was elected to the 
chief executive post in 1959, a decision was made that the 
company would move into discount retailing. C. Lloyd Yohe, 
now vice president discount operations, was charged with the 
task of studying all major discounters in the United States, 
analyzing their strengths and weaknesses in order to develop 
standards upon which a Kresge-operated discount chain could 
live and grow on a sound basis. 

When the first K mart opened in 1962, the K mart 
blueprint was firmly established. Although experience and 
research continually result in improvement, there have been no 
important deviations from the original specifications. An indi¬ 
cation of their soundness is the existence at the end of 1966 
of 162 K marts in the United States, Canada and Puerto Rico, 
contributing a major share of the company's sales and profits. 

It is impossible to identify the most important K mart 
policy since all contribute to the success of the operation. 
However, the policy most rigidly enforced by top management 
requires K mart selling prices to be truly competitive. They 
must be as low as or lower than the selling prices available to 


K mart customers within the trading area. Although price tags 
on K mart merchandise are determined by the main office, 
each K mart manager is responsible personally for keeping his 
store competitive. The manager may lower recommended 
prices, but he does not have the right to raise them. 

All K mart merchandise must meet rigid quality 
standards. There are no imperfects, irregulars or substandards 
on K mart counters. 

K mart stores are publicized as true discount depart¬ 
ment stores. To gain complete customer acceptance, K marts 
must be just that. Only when unusual demand requires 
K marts to carry certain "fair trade" lines, do customers find 
a few items that are not discounted. But policy requires the 
replacement of such merchandise as quickly as other items of 
equal or superior value and selling merit can be developed. 

In the early days of discount retailing, many leading 
advertised brands carried by discount stores had to be 
obtained from jobbers or wholesalers which made it difficult 
to reduce selling prices dramatically. The Kresge Company 
was determined to break down this barrier, realizing that repeat 
traffic depended on satisfied shoppers who could be assured 
of buying quality and leading-brand merchandise at promised 
discount prices. A concentrated effort was launched by the 
company to prove to manufacturers that K marts were 
reputable discount stores, founded on the Kresge Company's 
60-year tradition of quality, economy and service. Today there 
are few manufacturers who will not sell directly to K mart. 

Part of the company's continuing effort to give 
K mart customers quality merchandise is its private-label 
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Service desk personnel carry out "satisfaction guaranteed " policy. 
Private-label toothpaste is laboratory tested. 



Advertised merchandise is prominently displayed at advertised price. 
























































program. The K mart division is gradually creating its own 
brands of exceptional values in staple lines. Private-label 
merchandise is manufactured under strict controls of quality, 
packaging and customer appeal. Every item has been laboratory 
tested to assure quality equal or superior to that of the 
leading competitive nationally advertised brand and can be 
placed on K mart counters at a lower price. 

Also with an eye to improving merchandise quality 
while maintaining discount prices, the company has an active 
import program. Buying representatives in European and Asian 
markets work closely with the home-office import department. 
Company buyers frequently travel abroad in search of quality 
merchandise and K mart exclusives. All imported merchandise 
is required to equal or surpass the quality specifications of its 
domestic counterpart and be available at lower cost. 

K mart merchandise assortments are limited to 
best sellers. The profitability of every line is judged by the 
volume it produces, the cost to sell and the number of times 
it turns annually. The only really important measure of K mart 
success is the rate of return on total investment. 

The customer who goes to a K mart in response 
to a newspaper advertisement will find advertised items 
at advertised prices prominently displayed. The company's 
advertising policy, perhaps more than any other standard, was 
designed to gain customers' complete confidence in the 
integrity and credibility of K mart. 

Long before K mart came into existence, the Kresge 
Company followed a policy providing for "satisfaction guaran¬ 
teed or your money cheerfully refunded." This policy was 


incorporated into the operating standards of every K mart and 
is proclaimed by prominent signs throughout the salesfloor. 
Every K mart newspaper advertisement repeats this guarantee. 
Proof of the sincerity of this claim is the ease with which a 
customer obtains a refund. The K mart service desk is 
conveniently located at the front of the store where 
attendants are always available to refund shoppers' money, 
exchange merchandise or credit charge accounts. The only 
requirement is the purchase receipt. 

K mart's image makers conceived K marts as 
one-stop centers where customers could conveniently park and 
complete all of their shopping, including grocery marketing. 
Therefore, the majority of K mart stores are designed to 
accommodate food markets, generally operated by qualified 
supermarket firms licensed as "K mart Foods" under an 
agreement providing for the same merchandising and service 
standards required of all K mart departments. 

K mart's most important asset is quality personnel. 
The men chosen to manage K mart stores are experienced 
career managers with proven executive ability and demonstrated 
qualifications as promotional-minded merchants. The strongest 
possible emphasis is placed on the maintenance of consistently 
high standards for department heads and salespeople. 

Top management realized from the outset that 
successful implementation of K mart policies would depend 
entirely on quality standards established and maintained at 
all organization levels. And K mart's dramatic success has 
resulted in multiplying benefits throughout the company, 
including important adaptations in Kresge and Jupiter stores. 








